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I.  HISTORY OF THE PROCEEDING


On October 3, 2002, Philadelphia Gas Works (PGW) filed with the Pennsylvania Public Utility Commission (Commission) Supplement No. 29 to Tariff Gas – Pa. P.U.C. No. 1 (Tariff Supplement) to become effective on December 2, 2002.  Subsequently, through a filing made on November 21, 2002, PGW voluntarily postponed the effective date of the Tariff Supplement until December 20, 2002.  The Tariff Supplement includes a $15.00 charge to customers when they pay their bill using a credit card and the bank, credit card company or processor refuses to process the payment.


By Order entered December 19, 2002, the Commission instituted an investigation into the Tariff Supplement and suspended its effective date until June 20, 2003.



On January 2, 2003, the Office of Consumer Advocate (OCA) filed a Notice of its intervention in the case.  The Commission’s Office of Trial Staff (OTS) filed Notice of its participation in the case on January 27, 2003.



This case was assigned to me to serve as the Administrative Law Judge.  It was also assigned to a Mediator, Herbert R. Nurick.



A prehearing conference, followed by a mediation session, was held on February 7, 2003.  During the prehearing conference, a hearing and briefing schedule was established.



A subsequent mediation session before Mediator Nurick was held on March 6, 2003.  Through a filing made on March 12, 2003, PGW voluntarily extended the effective date of the Tariff Supplement to September 3, 2003, in order to accommodate settlement negotiations.



On March 27, 2003, PGW filed a “Joint Petition for Settlement of Supplement No. 29 Proceeding” (Joint Settlement Petition).  A copy of the Joint Settlement Petition is appended to this Recommended Decision at Attachment A.  The Joint Settlement Petition resolves this case in its entirety and it is signed by all of the parties to this proceeding.

II.  DISCUSSION


It is the policy of the Commission to encourage settlements.  52 Pa. Code §5.231.  In its policy statement regarding settlements in major rate cases the Commission provides in pertinent part:
  In the Commission’s judgment, the results achieved from a negotiated settlement or stipulation, or both, in which the interested parties have had an opportunity to participate are often preferable to those achieved at the conclusion of a fully litigated proceeding.

52 Pa. Code §69.401.



It is against this backdrop that it must be determined whether the parties’ settlement in this case is in the public interest.

A.
Terms of the Joint Settlement Petition


The terms of the Joint Settlement Petition are summarized below:

1.
The parties have determined that there is a justifiable cost basis for the $15.00 charge back fee and that the Tariff Supplement should be permitted to become effective immediately upon Commission approval of the Joint Settlement Petition.

2.
OTS and OCA are satisfied that existing rates do not include any credit card fees assessed on PGW by third parties for processing credit card transactions.  Those costs are currently being absorbed by PGW.  PGW proposes to charge a $15.00 fee to credit card users who cause a charge back fee.

3.
The parties are free to challenge in any future PGW base rate proceeding, any PGW proposal to recover credit card processing fees or expenses.  If PGW seeks to recover its credit card processing fees or expenses in its next base rate proceeding, PGW will bear the burden of proof.

4.
PGW will conduct a comprehensive cost/benefit analysis of its credit card program (including the impact on its uncollectible accounts) during the fourth quarter of 2003.  Upon completion of its analysis, PGW will provide the analysis, its conclusions and its intended actions to OTS and OCA for review and comment.  PGW will also meet with OTS and OCA upon their request to discuss the analysis.

5.
PGW will provide OTS and OCA an adequate sample of the case histories of Level 1 and Level 2 customers (as defined under the Bureau of Consumer Services’ (BCS) Income Level Guidelines) who made their gas bill payments using credit cards in October and November of 2003 and March and April of 2004.  OTS and OCA will use that information to evaluate the reasonableness of PGW’s treatment of those customers.
6.
PGW will not encourage customers who are payment troubled or who call to make payment arrangements to use a credit card to pay their monthly bills or arrearages as a replacement for payment arrangements under Chapter 56 of the Commission’s regulations.

7.
PGW’s credit card program may be discussed at BCS’ monthly meetings on PGW customer service issues.

B.
Analysis


The Joint Settlement Petition is in the public interest for a number of reasons.  Those reasons are discussed below.



The parties have determined that there is a justifiable cost basis for the $15.00 charge back fee.  In response to a data request propounded by the Bureau of Fixed Utility Services, PGW stated that the $15.00 charge consists of the $10.00 fee that it is charged by its credit card processing company when a customer’s credit card has been improperly credited, plus $5.00 designed to recover administrative fees required to respond to requests for transaction documentation and correct customer accounts.  See, PGW Response to FUS Set I-1.  Thus, the $15.00 charge was derived from actual costs incurred by PGW.  PGW proposes to recover those costs from the customers who cause them.  OTS and OCA may challenge any attempt by PGW in a future base rate case to pass those costs onto other customers.



PGW will conduct a comprehensive cost/benefit analysis of its credit card program during the fourth quarter of 2003.  The analysis will include the impact of the program on its uncollectible accounts.  Thus, in the near term PGW will be able to glean whether its credit card program has had a measurable effect on its financial health.  PGW will share its analysis, conclusions and intended actions with OTS and OCA.



PGW will share with OTS and OCA the case histories of an adequate sampling of low income customers who use credit cards to pay their gas bills.  This information will allow OTS and OCA to evaluate the impact of PGW’s credit card program on low income customers.



PGW agrees not to use its credit card program to abrogate customer rights to reasonable payment arrangements pursuant to the Commission’s residential customer service regulations (Chapter 56 of Title 52 of the Pennsylvania Code).  In addition, PGW’s credit card program may be a subject of discussion at BCS’ monthly meetings on PGW customer service issues.


For all of the foregoing reasons, I find that the Joint Settlement Petition is in the public interest.  I recommend its approval in its entirety.

III.  RECOMMENDED ORDER
(Subject to Commission Approval)



THEREFORE,



IT IS RECOMMENDED:



1.
That the Joint Petition for Settlement of Supplement No. 29 Proceeding dated March 27, 2003, at Docket No. R-00027838 is approved.



2.
That Supplement No. 29 to PGW Tariff Gas – Pa. P.U.C. No. 1 shall become effective immediately upon entry of the Commission’s final order in this proceeding.



3.
That Philadelphia Gas Works shall conduct a comprehensive cost/benefit analysis of its credit card program (including the impact on its uncollectible accounts) during the fourth quarter of 2003.



4.
That upon completion of its comprehensive cost/benefit analysis of its credit card program, Philadelphia Gas Works shall provide the analysis, its conclusions and its intended actions to the Office of Trial Staff and the Office of Consumer Advocate for review and comment.



5.
That Philadelphia Gas Works shall meet with the Office of Trial Staff and the Office of Consumer Advocate upon their request to discuss the comprehensive cost/benefit analysis of its credit card program.



6.
That Philadelphia Gas Works shall provide the Office of Trial Staff and the Office of Consumer Advocate an adequate sample of the case histories of Level 1 and Level 2 customers (as defined under the Bureau of Consumer Services’ Income Level Guidelines) who made their gas bill payments using credit cards in October and November of 2003 and March and April of 2004.



7.
That a copy of this Order shall be served on the Bureau of Consumer Services.



8.
That the inquiry and investigation at Docket No. R-00027838 is terminated and the docket marked closed.







_____________________________________







CHARLES E. RAINEY, JR.







Administrative Law Judge

Date:
April 2, 2003
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